
COIIMONWEALTE OF KENTUCKY 

BEFORE THE PUBLIC SERVICE CONNISSION 

In the Matter of: 

WESTERN LEWIS-RECMRVILLE WATER AND GAS ) 
1 CASE NO. 91-221 

ALLESED FAILURE TO CWLY WITH CONMISSION j 
ORDER FROM CASE NO. 9642 ISSUED 1 
FEBRUARY 4, 1987 1 

Western Lewis-Rectorville Water and Gas ("Western Lewis"), a 

Kentucky combined water and gas district engaged in the 

distribution and sale of natural gas to the public, for 

compensation, for light, heat, power, or other uses, is a utility 

under the jurisdiction of the Commission. KRS 278.010(3)(b), KRS 

278.015. 

On July 16, 1986, Western Lewis filed its application to 

increase its revenues from providing gae service by approximately 

$50,289 annually or approximately 17.3 percent above teat-period 

normalized revenues. The application was made because Western 

Lewis was unable to pay current operating expenses, including gas 

purchases owed to Columbia Gas Transmission Corporation ("Columbia 

Transmiseion" ) . 

Case No. 9642, Application of Western Lewis-Rectorville Water 
and Gas District for Increased Revenues. 



A hearing was conducted on December 11, 1986. The 

Commission's February 4.  1991 Order, which is attached hereto and 

incorporated herein as Appendix A, granted Western Lewis a $13,510 

increase in its basic rate and a temporary annual surcharge of 

approximately $39,636 to repay its past due gas purchases owed to 

Columbia Transmission. Western Lewis was ordered by the 

Commission to place the surcharge revenue in escrow and use the 

Surcharge revenues to pay the arrearage of gas purchases 

exclusively. Said payments were to be made monthly. The 

Commission further required Western Lewis to file monthly reports 

within Contained in 

the reports should be the number of customers billed the 

surcharge, the total Mcf billed, the total amount of the surcharge 

billed, the amount deposited in escrow, and the amount paid on the 

arrearage broken down as to interest and principal. Documentation 

of each monthly report should include a photocopy of the bank 

statement, a photocopy of all checks disbursed from the escrow 

account, a photocopy of all deposit receipts for the escrow 

account, and a photocopy of Columbia Transmission's billing 

showing payment and current balance. 

21 days of the close of each calendar month. 

On June 19, 1991, the Commission received a letter from 

Columbia Transmission, attached hereto and incorporated herein as 

Appendix B, stating Western Lewis is approximately five months 

behind on payments of the arrearage of gas purchases owed to 

Columbia Transmission. Columbia Transmission further states that 

through its May 1991 billing Western Lewis is $80,106.71 in debt. 
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The record fails to reflect several monthly reports that 

should have been filed with the Commission by Western Lewis. 

Failure to file said reports further indicates that several 

monthly payments owed to Columbia Transmission probably have not 

been paid by Western Lewis. Attached hereto and incorporated 

herein as Appendix C is a schedule indicating the alleged missing 

monthly reports and payments. 

Having reviewed the record and being otherwise sufficiently 

advised, the Commission finds that a prima facie showing has been 

made that Western Lewis has failed to comply with oreering 

paragraphs 3 and 4 of the Commission's Order of February 4, 1987 

in Case No. 9642 regarding filing monthly reports with the 

Commission and making its surcharge collection payments to 

Columbia Transmission. 

The Commission, on its own motion, HEREBY ORDERS that: 

1. Columbia Transmission is hereby made a party to this 

proceeding. 

2. Western Lewis shall file, within 14 days of the date of 

this Order, a written response to show cause why it should not be 

subject to the penalties prescribed in KR8 278.990(1) for its 

alleged noncompliance with the Commission's Order of February 4, 

1987. The response shall also answer the allegations contained 

herein and the letter attached as Appendix B. 

3. Western Lewis and Columbia Transmission shall appear at 

an informal conference to be held on August 8, 1991 at 1:30 pa., 

Eastern Daylight Time, in Conference Room 1, of the Commission's 

offices at 730 Schenkel Lane, Frankfort, Kentucky. 
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Done at Frankfort, uantucky, thia 10th day of July, 1991. 

PUBLIC SERVICE CONNISSION 

Eommissionar 

ATTEST: 



APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SEqVICE 
CoMl4ISSION IN CASE NO. 91-221DATED July 10, 1991. 

COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

WESTERN LEWIS-RECTORVILLE WATER AND ) 
GAS DISTRICT MASON AND LEWIS 
COUNTIES, KENTUCKY FOR A REVISION ) 
OF GAS RATES APPLICATION 1 

CASE NO. 9642 

O R D E R  

On July 16, 1986, Western Lewis Rectorville Water and Gas 

District ("Western Lewis") filed its application to increase its 

revenues from providing gas service by approximately $50,289 

annually or approximately 17.3 percent above test-period 

normalized revenues. Western Lewis cited its inability to pay 

current operating expenses, including gae. purchases, as requiring 

the rate filing. This Order grant8 Western Lewis a $13,510 

increase in its basic rate and a temporary annual surcharge of 

approximately $39,636 to repay its paat due gas purchases owed to 

Columbia Gas Transmission Corporation ("TCO"). 

A hearing wan conducted in this matter on December 11, 1986. 

No intervenors were present. 

COMMENTARY 

Western Lewi8 is a nonprofit public utility providing gas 

service to approximately 530 customers in rural Mason and Lewis 

counties. 

TEST PERIOD 

Weatern Lewir proposed and the Commission has accepted the 

12-month period ending December 31, 1985, as the teat period for 



d e t e r m i n i n g  t h e  r easonab leness  of t h e  proposed r a t e s .  I n  u s i n g  

t h e  h i s t o r i c a l  t e s t  period, t h e  Commission has  g i v e n  f u l l  cons id-  

e r a t i o n  t o  a p p r o p r i a t e  known and measurable  changes found reason-  

a b l e  

corn 

STAFF AUDIT REPORT ADJUSTMENTS 

I n  t h e  course of its i n v e s t i g a t i o n  i n  t h i s  case, t h e  

s s i o n ' s  s t a f f  performed a l imi t ed  a u d i t  t o  v e r i f y  r e p o r t e d  

t es t  y e a r  expenses  and t o  determine what accoun t ing  or c l a s s i f  i- 

c a t i o n  changes might be a p p r o p r i a t e .  The Commission's o b j e c t i v e  

was t o  s u b s t a n t i a l l y  reduce t h e  need f o r  w r i t t e n  d a t a  r e q u e s t s ,  

t h u s  reducing  t h e  expense t o  Western Lewis .  The s t a f f  a u d i t  

r e p o r t  of Western L e w i s '  f i n a n c i a l  o p e r a t i o n s  f o r  t h e  test  y e a r  

was f i l e d  as a p a r t  o f  t h e  r e c o r d  i n  t h i s  case on  November 11, 

1986. 

The Commission hereby a d o p t s  t h e  f i n d i n g s  of t h a t  r e p o r t  to 

b e  u s e d  for  rate-making pu rposes  h e r e i n .  Western L e w i s  f i l e d  no 

comments r e g a r d i n g  t h e  a u d i t  r e p o r t .  

A f t e r  c o n s i d e r a t i o n  of t h e  pro forma a d j u s t m e n t s  proposed by 

Western L e w i s ,  t h e  Commission f i n d s  t h a t  t h e y  a r e  known and 

measurable  and r e a s o n a b l e  and r e f l e c t  normal and c u r r e n t  o p e r a t i n g  

c o n d i t i o n s .  Accord ingly ,  Western L e w i s '  a d j u s t e d  o p e r a t i n g  

r e s u l t s  are as  fOllOW52 

T e s t  Year 
P e r  Audit: h:i;;i;;;t8 

O p e r a t i n g  Revenues 
Operating EXpen8eS 
O p e r a t i n g  Income 

< 3 565) <m 
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REVENUE REOUIREMENTS 

Western L e w i s  proposed to  i n c l u d e  i n  i ts  revenue  r equ i r emen t s  

interest expense  o f  $23,033 a n n u a l l y ,  and D r i n c i p a l  payments of 

$20,000 a n n u a l l y  €or t h e  retirement o f  p a s t  due  gas p u r c h a s e s  

which have accumulated t o  $161,033. These items a r e  c o n s i d e r e d  

i n  a fo l lowing  section under  t h e  s u r c h a r g e  headinq.  

Western L e w i s  h a s  a n  ave rage  long-term d e b t  service o f  

approximate ly  $10,416 o v e r  t h e  n e x t  5 y e a r s .  The a d j u s t e d  test- 

y e a r  o p e r a t i n g  loss  o f  $1,011 a n n u a l l y  is c l e a r l y  i n s u f f i c i e n t  t o  

s e r v i c e  Western L e w i s '  long-term d e b t .  The C o m m i s s i o n  is of  t h e  

o p i n i o n  t h a t  revenue based  on  a 1.2X d e b t  service coverage w i l l  

p r o v i d e  s u f f i c i e n t  revenues to  serve Western L e w i s '  long-term d e b t  

and w i l l  p r o v i d e  for ongoing o p e r a t i o n  expenses .  The re fo re ,  t h e  

Commission g r a n t s  Western L e w i s  an a d d i t i o n a l  $13,510 i n  permanent 

annua l  sales ra tes  de te rmined  a s  fo l lows:  

Operating Loss 
Debt S e r v i c e  
Coverage ( . 2 )  

REVENUE INCREASE 

$ 1,011 
10,416 

2,083 

$13,510 

SURCHARGE 

The current arrearage owed TCO for past  due g a s  pu rchases  is 

approx ima te ly  $161,033 which is b e i n g  c a r r i e d  a t  an interest  rate 

of approximately 8.8  percent.2 The Commission d o e s  not normally 

allow a s u r c h a r g e  to  recover pas t  due  operat ing costs such  as g a s  

Information f i l e d  J a n u a r y  16,  1987. 

2 Hearing T r a n s c r i p t  dated December 11, 1986, page 13. 
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purchases .  However, u n d e r  cer ta in  circumstances i t  is none-the- 

less i n  t h e  best in terest  of  a l l  concerned to  a l l o w  a temporary 

s u r c h a r g e .  The Commission f i n d s  i n  t h i s  case t h a t  t h e  a r r e a r a g e  

i n  gas  purchases  was n o t  t h e  r e s u l t  o f  mismanagement and t h a t  t h e  

ra tes  of  Western L e w i s  are n o t  e x c e s s i v e  i n  comparison t o  o t h e r  

small gas u t i l i t i e s ,  and  w i t h  r e g a r d  t o  o t h e r  s o u r c e s  of energy.  

The Commission notes t h a t  Western L e w i s  is a n o n p r o f i t  d i s t r i c t  

whose customers a re  pr imary  b e n e f i c i a r i e s  of t h e  f i n a n c i a l  

i n t e g r i t y  of t h e  d i s t r ic t .  Fur thermore ,  t h e  c a s h  f low of t h i s  

small u t i l i t y  w i l l  n o t  p r o v i d e  f o r  a r e a s o n a b l e  a m o r t i z a t i o n  

p e r i o d  f o r  t h i s  pas t  d u e  amount and a l t e r n a t i v e  f i n a n c i n g  arrange- 

m e n t s  are not allowed under  Western L e w i s '  bond o rd inance .  There-  

fore, t h e  Commission is o f  t h e  opinion t h a t  a temporary s u r c h a r g e  

is warranted i n  t h i s  case. 

S u b j e c t  t o  TCO a c c e p t i n g  t h e  terms of  t h e  s u r c h a r g e  as 

d e t a i l e d  h e r e i n ,  Western L e w i s  s h o u l d  be granted approx ima te ly  

$39,636 i n  temporary annual  s u r c h a r g e  revenues.  The s u r c h a r g e  

w i l l  be  i n  a f f e c t  f o r  no l o n g e r  t h a n  60 months from t h e  date of  

t h i s  Orde r  or u n t i l  t h e  past  d u e  a c c o u n t  h a s  been r e l i n q u i s h e d ,  

wh icheve r  comes f i r s t .  The s u r c h a r g e  w i l l  be a f i x e d  monthly 

c h a r g e ,  s e p a r a t e l y  i d e n t i f i e d  o n  each  customer's b i l l i n g .  The 

f i r s t  money collected from e a c h  b i l l i n g  s h a l l  be cons ide red  

s u r c h a r g e  revenue. The s u r c h a r g e  revenue  s h a l l  b e  s e p a r a t e l y  

i d e n t i f i e d  on a l l  s t a t e m e n t s  of operations s u b m i t t e d  t o  t h i s  

Commission. The money c o l l e c t e d  from t h e  s u r c h a r g e  s h a l l  be 

d e p o s i t e d  i n  a n  eecrow account d e d i c a t e d  so le ly  t o  the monthly 

payment of t h e  arrearage of gas p u r c h a s e s  owed TCO. Western L e w i s  
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s h a l l  f i l e  monthly r e p o r t s  w i t h i n  2 1  days of  t h e  close of each 

c a l e n d a r  month. T h e s e  r e p o r t s  s h a l l  contp in :  

1. The  number of customers b i l l e d  t h e  su rcha rge .  

2. The t o t a l  Mcf b i l l e d .  

3. The  t o t a l  amount of the s u r c h a r g e  b i l l e d .  

4 .  The amount deposited i n  escrow. 

5. The amount p a i d  on t h e  a r r e a r a g e  broken down as t o  

interest and p r i n c i p a l .  

For documentat ion of each monthly r e p o r t  Western L e w i s  s h a l l  

p r o v i d e  : 

1. A photocopy of t h e  bank s t a t e m e n t .  

2. A photocopy of a l l  checks d isbursed  from t h e  escrow 

account .  

3. A photocopy of a l l  d e p o s i t  r e c e i p t s  for  t h e  escrow 

account .  

4.  A photocopy of TCO's b i l l i n g  showing payment and current 

ba lance .  

REVENUE ALLOCATION 

The i n c r e a s e  a l lowed  to  Western  L e w i s  has  been i n c o r p o r a t e d  

i n t o  t h e  rate s t r u c t u r e  as  a 24 cent p e r  Mcf increase t o  base 

rates t o  s a t i s f y  r e v e n u e  r equ i r emen t s .  A s e p a r a t e  b i l l i n g  

component allowed i n  t h i s  case is a two-part  surcharge c o n s i s t i n g  

of a $1 p e r  month cus tomer  c h a r g e  and a usage cha rge  of 59 cents 

p e r  Mcf t o  r epay  t h e  past  due gas purchases owed TCO. 

SUUMARY 

The Commission, a f t e r  examining  t h e  ev idence  of record and 

being advised ,  f i n d s  t h a t :  
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1. The  proposed rates a r e  e x c e s s i v e  and unreasonable .  

2. The r a t e s  and charges  i n  Appendix A a r e  t h e  f a i r ,  j u s t  

and r e a s o n a b l e  rates and  charges  t o  be charged  by Western Lewis .  

3. Western L e w i s  s h o u l d  be g r a n t e d  a temporary su rcha rge  t o  

pay t h e  a r r e a r a g e s  owed f o r  gas  pu rchases .  

4.  The s u r c h a r g e  should c o n t i n u e  f o r  no  l o n g e r  than 60 

months from t h e  d a t e  of t h i s  Order.  

5. The r e p o r t i n g ,  account ing  and documentation requi rements  

described i n  t h i s  Order are necessa ry  and i n  t h e  p u b l i c  interest. 

6. The s u r c h a r g e  revenue s h o u l d  be p l a c e d  i n  escrow and 

used  e x c l u s i v e l y  t o  pay t h e  a r r e a r a g e  o f  g a s  purchases .  

I T  IS THEREFORE ORDERED t h a t :  

1. The rates and cha rges  i n  Appendix A be and they  hereby 

are approved f o r  s e r v i c e  rendered by Western L e w i s  on and a f t e r  

t h e  d a t e  of t h i s  Order. 

2. The rates proposed by Western L e w i s  be ‘and they  hereby 

a r e  denied .  

3. Western L e w i s  s h a l l  comply w i t h  t h e  r e p o r t i n g ,  account-  

ing  and documentat ion requi rements  d e s c r i b e d  h e r e i n .  

4. Western L e w i s  s h a l l  p l a c e  t h e  s u r c h a r g e  revenue i n  

escrow and use t h e  murcharge revenues  t o  pay t h e  a r r e a r a g e  of  gas 

purchase6  e x c l u r i v e l y .  
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Done a t  Frankfort ,  Kentucky, t h i s  4th day of February, 1987. 

By t h e  Commiss ion 

ATTEST: 

&at 3y. *.p 
Execut ive  Direct# 



APPENDIX A 

APPENDIX TO AN ORDER OF THE PUBLIC SERVICE 
COMMISSION IN CASE NO. 9642 DATED 2/4/87 

The following rates are prescribed for customers of Western 

Lewis-Rectorville Gas and Water District, Gas Division. All other 

rates and charges not specif ically mentioned herein shall remain 

the same as those in effect under authority of the Commission 

prior to the effective date of this Order. 

Surcharge: (1) Customer charge - $1.00 per Month 
( 2 )  Usage charge - $ .59 per Mcf 

Base Rstear 0 to 1 Mcf - $7.38 per Mcf (Minimum B i l l )  
Next 4 Mcf - 5.2536 per Mcf 
Next 5 Mcf - 5.2036 per Mcf 
~ l l  over 10 Mcf - 5.1036 per Mcf 

The rate8 in this Appendix have been adjusted to reflect Purchased 
Gas Adjustments filed by Western Lewis in Case No. 8678-BB and 
Case No. 8678-DD. 

The surcharge is a temporary charge to remain in effect no longer 
than 60 months. 



4PPEYDIX 8 
COLUMBIA GAS 
Transmission 

June 17, 1991 

Nr. Lee MacCracken 
Executive D i rec tor  
Comnonweal t h  o f  Kentucky 
Public Service Conmission 
P.O. Box 615 
Frankfort,  KY 40602 

a APPENDIX TO AN OROER OF THE KENTUCKY PUSLIC SERVICE 
COMMISSION I?( CASE NO. 91-221 DATED July 10, 1991 

RECEIVED 

Re: Western Lewis Rectorv i l le  
Case No.: 9642 

Dear M r  . HacCracken: 

1987, Western Lewis Rectorv i l le  i s  t o  c o l l e c t  a monthly surcharge from t h e i r  
customers t o  pay delinquent balance owed t o  Columbia Gas Transmission Corporation. 
This surcharge i s  t o  be paid t o  Columbia and reported t o  the Kentucky PSC twenty- 
one days a f te r  the  c lose o f  each business month. 
Ap r i l  21, 1988, Western Lewis pledged t o  keep current on t h e i r  monthly payments 
t o  Columbia f o r  gas service. 

Pursuant t o  the Kentucky Public Service Comnission Order dated February 4, 

Furthermore, by l e t t e r  dated 

This i s  t o  i n f o n  the Kentucky Public Service C m i s s i o n :  

1) Surcharge co l lec t ions  are now reported and paid approximately 
5 months i n  arrears. 
$2,777.67 was no t  pa id t o  Columbia o r  reported t o  the Kentucky 
PSC u n t i l  June 1991.) 

monthly gas sales invoices, there remains unpaid a February 
1991 invoice i n  the amount o f  $35,618.15. To date. Western 
Lewis has made only one $5,000 p a r e n t  on t h i s  invoice. 

(December 1990 surcharge co l lec t ion  o f  

2) While Western-Lewis has made some attempt t o  keep current on 

3) Total debt t o  Columbia Transmission Corporation, through May 
1991 b i l l i n g  i s  $80.106.71. 

We request your assistance i n  fnvest igat ing these matters. 

S i ncerel y , 

Karen S. White 
Supervisor. C r e d i t  6 Col lect ions 

Attachments 

cc: H. C. Bruner. Esqufn 
R. P. Cosentino 
Robert Hul l ,  Western-Lewis 

Columbia Qu Trrnunlrrlon Corporrtlon, Port Offlco Box 1273, Charloaton, Wort Vlrglnla 25325.1213 



APPENDIX C 

APPENDIX TO AN ORDER OF TBI: KENTUCKY PUBLIC SEXVICE 
COnnISSION IN CASE NO. 91-221 DATED July 10, 1991 

Monthly Reports Missing From Commission Record 

Year - Month - 
M Y  
April 
January 
October 
Augunt 
June 
April 
December 
M Y  

1991 
1991 
1991 
1990 
1990 
1990 
1990 
1989 
1989 

Monthly Wholesale Invoices Missing 

Year - Month 

M Y  
April 
March 
February 
January 
M Y  
December 

1991 
1991 
1991 
1991 
1991 
1990 
1989 


